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e A discussion of foreign and domestic problems 


_ Accepting the Challenges 


T is indeed a privilege and an honor to be 

your speaker this evening. It is also a very 

great personal pleasure for me because of my 
long association with SAE. 

It is particularly a privilege and a pleasure 
because, in a way, this is an historic occasion. 
We are meeting for the first time in this 
magnificent new hall—justifiably the pride 
and joy of Detroit. This is the largest annual 
meeting in our history. It is the most interna- 
tional in scope. Our technical sessions this 
year already give promise of being the most 
productive and stimulating we have ever held. 

One night not too long ago, I was turning 
over in my mind what I should say on this 
occasion. I found myself studying the Super- 
charger and the initials which were so prom- 
inently displayed on the front cover—S.A.E. 
It occurred to me that it would be very easy 
for SAE to move into the age of missiles and 
rockets and planetary travel. 

All we need do really is place our initials 
farther apart, insert a “P” between the “S” 
and the “A” and a “C” between the “A” and 
the “E” and where do we go . . . from SAE 
toS PACE, of course——SPACE. 

I gave my imagination a little more rope 
and came up with this. The initials S P A C E 
would stand for “Society to Promote Accept- 
ing the Challenges to Engineering.” 


' About the Author— 

A graduate of the United States Naval Academy, 
who received an M.S. degree from Michigan in 1923, 
John F. Gordon subsequently rose through positions 
of increasing importance in General Motors Corpora- 
tion; and has been President and Chief Operating 
Officer since 1958. He gave this talk at the annual 
meeting of the Society of Automotive Engineers, in 
Detroit, January 11, 1961. 
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And that, gentlemen, is a rather fanciful 
account of how the title of my talk evolved. 

Before I go further, let me assure you that 
the challenges I propose to talk about are 
anything but fanciful. And I hope and pray 
that accepting and finding an answer to them 
won’t be fanciful either. 


Challenges of the Past 


SAE has accepted and surmounted many 
challenges in its 55-year history. None ever 
loomed so large as those confronting us to- 
day. They have to do not alone with the 
things we design and make; they have to do 
with how we make them and, most important 
of all, why we make them. 

When I first became acquainted with the 
activities of SAE some 35 years ago, you had 
just moved the annual meeting from New 
York to Detroit. That must have seemed at 
the time quite a daring thing to do, but the 
move, I think, was a very wise one because 
it rooted the society more firmly in automo- 
tive soil. At any rate, the annual meeting has 
stayed here ever since. 

I recall that the hot topic of discussion 
around that time was brakes—four wheel 
versus two and hydraulic versus mechanical. 

Those days seem like another age now— 
the medieval years, as automobile history 
goes. That our industry had come as far then 
as it had, and that it has continued to make 
such remarkable progress since then within 
the space of little more than a generation— 
all this is largely, I believe, a tribute to SAE. 

I am sure that the same can be said of 
other forms of automotive transportation to 
which the society has contributed, but I con- 
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fine myself to the automobile because that is 
the area in which my experience has chiefly 
been. 


Competition and Cooperation 

Without the SAE or a similar organization, 
I am sure that the automotive industry today 
would be many years behind its present stage 
of development. It is hard to imagine what 
engineering would be like without the ex- 
change of technical information which the 
Society has made possible and without the 
contributions made by the Society’s technical 
committees. 

Through the SAE we have been able to 
meet great engineering challenges with a com- 
mon sense mixture of competition and coop- 
eration. 

What were probably among our earliest 
challenges were effectively summed up by the 
unknown wit who said, “First, we had to get 
the damned thing to run; next, we had to get 
it to stop.” We also had to meet the challenge 
of which was the best type of motor—steam, 
electric, or gasoline. 

One of the greatest of our early challenges 
lay in the need to bring some semblance of 
order out of a chaos rivaling the confusion 
that must have existed among the harried 
engineers who built the Tower of Babel. I 
refer, of course, to the matter of standards 
and nomenclature. In those early days the 
manufacturers didn’t even call the same parts 
by the same name, and specifications for 
such items as screws, nuts and bolts had 
multiplied to a point of hopeless confusion. 

I think it is safe to say that our work in 
this area of standards, and particularly the 
bringing out of the SAE Handbook, repre- 
sents perhaps our greatest contribution to 
the advancement of the industry. The work 
of standards committees was particularly im- 
portant to the military and to materiel sup- 
pliers in each of the two World Wars and 
the Korean War. Many critical problems 
were solved and bottlenecks broken by coop- 
erative action with the government and its 
contractor firms. 


Perhaps it may seem to some as if the 
problems of the past imposed greater chal- 
lenges on us than those we face today. I can- 
not agree. It is true that we no longer have 
to worry about such fundamentals as “making 
the damn thing run” and “making it stop.” 
The problems we face today are not the same 
as those of the past, but in my opinion the 
challenges they impose are greater than any 
we surmounted in the past. 

What are these challenges of today? I 
intend to discuss two which I consider to be 
among the most formidable. 


The Challenge of Foreign Competition 


First, there is the challenge of foreign com- 
petition. This is a challenge that confronts 
many phases of engineering. It is a challenge 
that confronts the design engineer, the tool 
engineer, the process engineer, the production 
engineer—to name a few. 

Of course, we have always had a foreign 
automobile industry to compete with, but 
before the war the work of its designers and 
engineers tended to complement ours. They 
led the way in some innovations but produced 
on a relatively small scale. 

It was this country that had undisputed 
pre-eminence in mass production. We offered 
our customers cars of greater value designed 
and built for the highways of America. The 
smaller, lower powered European cars, which 
because of low volume bore relatively high 
price tags, never had much appeal in this 
country. 

That was before the war. Since the war a 
radical change has occurred. 

War-damaged factories in England and on 
the Continent were replaced with modern 
mass production facilities that, I am frank 
to say, compare very favorably in many cases 
with anything we have in this country. 

Industry over there, desperate for dollars, 
began to train its sights directly on the vast 
American market. 

At the same time American consumers in 
increasing numbers, in one of those unpre- 
dictable about-faces, began to favor the more 
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economical, European-type cars over their 
American counterparts. 

A cult arose which insisted—rightly or 
wrongly—that anything made abroad was 
superior in quality to anything made in the 
United States. 


New Smaller Cars 


We responded to the challenge to design, 
and, as you well know, have stemmed the 
tide of imports with our new smaller cars. 
However, we have no cause to be complaisant. 
Imports still account for a sizable segment 
of our market; 400,000 to 500,000 units cer- 
tainly are not to be sneezed at. The American 
consumer has a mind of his own, and we can 
never be sure what his likes and dislikes are 
going to be tomorrow or the day after. Per- 
sonally I have: the feeling that he is going to 
find out in due course that the standard size 
American cars are the most useful to him and 
offer the greatest values for his dollars. But 
we can’t afford to take him for granted. 

We are continuing to respond successfully 
to the challenge on quality too. Our products 
have never been better. Not that we ever had 
too much to apologize for, but as we all 
know, where complex products are involved, 
there are always instances that can be cited 
by those who can be conveniently blind to 
identical faults in the products of our foreign 
competitors. I am glad to say that those 
instances are getting fewer and fewer. It is 
high time for us to scotch forever the myth 
of European superiority in product quality. 
Most European manufacturers today use the 
same assembly line techniques we do. 


The Mass Production Situation 


Which brings me to the challenge to our 
traditional superiority in mass production 
that enabled us for so many years to raise 
wages progressively without sacrificing our 
ability to compete in world markets. 

Have we lost our golden touch? Professor 
James R. Bright of Harvard had a thought- 
provoking article on this subject last fall in 
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the Harvard Business Review. His conclu- 
sion: Our production leadership is shrink- 
ing. “We can,” he says, “expect increasing 
competition from Europe and other countries 
like Japan as mass production brought about 
by rising living standards and larger inter- 
national markets enables them to achieve 
economies that formerly were exclusively ours.” 

The charge has been made that the U.S. 
automobile industry is meeting this challenge 
by sidestepping it—by abdicating its leader- 
ship position and moving abroad. We are 
accused of going international. 

I for one resent this charge. The U.S. 
automobile industry is not abdicating its lead- 
ership. 


The International Corporation 


Those who say that we are confuse two 
very different things. For over 35 years Gen- 
eral Motors—as well as other U.S. manufac- 
turers—has followed a policy of manufactur- 
ing abroad to compete in foreign markets 
that demand products different from those 
made in this country. Our policy is to produce 
in this country for the American market and 
for export to the extent possible and to pro- 
duce abroad for markets abroad that we can- 
not otherwise enter. We do import a few cars 
into this country, but this is balanced fifteen 
times over by our exports. 

Obviously, if we as a nation are to remain 
solvent, we must continue to maintain a 
balance of exports and imports. The challenge 
to our industrial superiority that is coming 
from abroad cannot be met by moving Ameri- 
can operations out of the country, and in 
General Motors we have no intention of 
doing so. 

On the other hand, we have no apologies 
to make for being what some refer to slight- 
ingly as an international corporation. We 
have manufacturing plants or assembly opera- 
tions in 19 foreign countries. We believe they 
make a substantial contribution to the pro- 
motion of world trade, international coopera- 
tion and world peace. If there were more 
international corporations both here and 
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abroad, it is my belief that world tensions 
would be substantially eased. 


Meeting the Technical Challenge 


How then can the technical challenge from 
abroad be met? 

There are two principal ways. 

First, we must maintain a leadership posi- 
_ tion in quality, in design and in innovation. 
Our products must be better products. They 
must be imaginative products, fresh in con- 
cept, embodying new ideas and new applica- 
tions of old ideas. 

Second, we must step up our productivity. 

Professor Bright urges—and rightly, in my 
opinion—“a far more aggressive program of 
mechanization throughout every phase of eco- 
nomic activity.” 

“A philosophy of perpetual dissatisfaction 
with the status quo,” he writes, “must become 
a part of corporate policy.” 

In Professor Bright’s opinion and in mine, 
increased mechanization—or “automation,” if 
you prefer that word—is imperative. We have 
no choice if we wish to survive in today’s 
industrial society. We must accept this fact 
and devote more time, energy and thought to 
stepping up the rate of our technological 
progress. 

As an article in The New York Times re- 
cently pointed out: “Automation is no longer 
merely the most modern or money-saving way 
to do a job. It is becoming, in many instances, 
the only practical way that job can be done.” 


- Automation and Jobs 


Obviously, this is a challenge that confronts 
primarily the engineering profession. As far 
as the automotive industries are concerned, 
it is a challenge to SAE members. 

There are some who would argue that in 
meeting this challenge we must tread lightly. 
We hear a lot of loose talk about job displace- 
ment. Yet the facts are indisputable. In a 
century and a half we have moved from an 
agricultural society, where each person had a 
third of a horsepower to help him, to an in- 
dustrial society in which each of us now has 
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approximately 87 horsepower at his disposal. 
On a per capita basis, available horsepower 
has increased 250 times during those years. 
But has this meant a decrease in the relative 
number of people employed? Quite the con- 
trary. 

Consider the case of my own Corporation. 
It is fair to say, I think, that we have 
progressed technically along with the best 
of them. What has been the effect on em- 
ployment? 

Well, when General Motors got back into 
full peacetime production after the war— 
that would be in 1948—we had an average of 
269,000 hourly rate employes on our payrolls 
in the United States. Last year the average 
was 337,000. 

Consider another statistic: cars produced 
per employe. That figure has barely changed. 
Based on a standard 40-hour week, it was 
10.9 cars per employe per year back in 1949 
and ten years later, after minor fluctuations, 
it was 11.1 cars per employe per year. 

This may seem strange on the face of it, 
but the answer is that we have been using 
our technological gains to make better, more 
complex, and more useful products—giving 
our customers greater values for their dollars. 
The 1961 models are different cars from their 
forerunners of 10 or 12 years ago. 

This is just one example of the many ways 
in which gains in technology open up new job 
opportunities. There is every reason to sup- 
pose that this will continue to be true in the 
future as we steadily improve our machines, 
our methods and our processes. 

In any event, we have little choice but to 
move forward with every resource at our com- 
mand. The challenge is there. We must meet 
it or see our leadership in mass production 
technology pass to other lands. 


The New Hair Shirt Philosophy 


The second challenge that I want to talk 
to you about today is a horse of another 
color, and yet it relates in certain ways to 
the challenge we have been discussing. 

This challenge is a philosophical one and 
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at first glance might seem to be far removed 
from the concern of an engineering society. 

Actually, the contrary is true. It is of 
greatest concern to us. 

There has risen in the United States of 
late a group of lay evangelists whose doctrine 
is—to put it bluntly—that the American way 
is a sinful way. They are exponents of a new 
austerity, a new Puritanism, a new Spartan- 
ism. They almost seem to suffer from a guilt 
complex. 

To these new, hair-shirt philosophers, ‘‘so- 
cial” goods are intrinsically more important 
than “personal” goods. They would have us 
believe that the United States is sacrificing 
social benefits for material indulgence, that 
our production of consumer goods like auto- 
mobiles is using too much energy and too 
many resources that should be allocated to 
public goods like schools, hospitals and—yes 
—tissiles. They do not seem to understand, 
for example, that it is the production of 
consumer goods and services which makes 
possible the tax revenues necessary to create 
social goods. 

In their book the customer is seldom right. 
In fact, the customer is little more than a 
pawn manipulated by Madison Avenue, which 
lures him into buying the shoddy products 
of cynical manufacturers. According to this 
school of thought, the customer is lucky if 
any product he buys doesn’t wear out before 
it becomes obsolete. But in spite of these 
artificial sales stimulants of poor quality and 
deliberate obsolescence, production, they say, 
has outrun consumption. 

Their solution to this assumed problem of 
overproduction is to shift our productive ef- 
forts to what is called the “public sector” of 
the economy. In other words, increase taxes 
and let the Government have more money to 
spend for what it considers to be “socially 
worth-while objectives.” 


Engineers and Progress 
Why is all this of concern to SAE? 
Because we have had a lot to do with 
engineering this free enterprise society of ours. 
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Because we consider such things as the 
annual model change a very necessary part 
of our economic system. 

Because we resent having the design of the 
products we are responsible for called friv- 
olous. 

Because we do not consider engineers con- 
cerned with “social” goods more important 
or more acceptable than engineers who design 
and produce consumer goods. 

The theories of these neo-Spartans run 
counter to everything the Society stands for 
and has accomplished over the years. One 
industrial designer has even gone so far as to 
suggest that perhaps the Russian way is bet- 
ter; perhaps we should offer the public just 
six models of refrigerators instead of 150. 
It is but a step from this line of reasoning 
to praise of dictatorship because it is more 
efficient than democracy. 

It seems to me that we as a society and as 
individuals have a job to do to counter such 
ridiculous arguments. We have a job to do 
both for our own sake as free members of a 
free profession and for the sake of the kind 
of life we have and hope to continue to have 
in this country. 


Some Pointed and Pertinent Questions 


We should begin perhaps by asking our 
critics a few pointed and pertinent questions. 

Why is it sounder to have “big brother” 
rather than the individual decide what his 
income should be spent for? Are decisions 
made by a bureaucracy better than those 
made by individuals? Isn’t a mistake made 
by a bureaucrat affecting thousands more 
disastrous than one made by an individual 
affecting only himself and possibly his family? 
Even if it is true that spending for some 
things is more worth while than spending for 
others, who is smart enough to set up a scale 
of values? If fins are foolish, are cocktails 
any less so? And what about the money spent 
on amusements, on sports, on music, and 
painting? Why have an art museum when 
the money could build a new school? Who is 
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to be the judge? The individual consumer? 
Or the bureaucratic state? 

Another question I would ask is this: if 
the power of persuasion of manufacturers is 
so irresistible, why do so many experience 
periodic difficulty in disposing of their prod- 
ucts to consumers? In the case of the new 
automobile, consumers are particularly inde- 
pendent because in nine cases out of ten they 
already are in possession of quite adequate 
transportation. And to an important degree 
this is true because of the annual model 
change. 

I need hardly argue the case for the annual 
model change before this group. We know the 
practice is not wasteful; we know it makes 
used cars available to people who cannot 
afford new cars; we know it stimulates tech- 
nological progress. 

As for the insistence that our products be 
wholly functional, this argument indicts the 
artifacts of all ages. One may not like the 
tastes of a particular period or designer, but 
embellishment can hardly be dismissed as 
pure waste. 


Protecting the Free Enterprise Economy 


We engineers, in my opinion, have a special 
responsibility not only to make our free enter- 
prise economy function effectively but to help 
protect it from those who see greener grass 
in other pastures. This is a challenge to us 
individually and as a society. It is a challenge 
I hope we accept. 

Most people, I believe, if given the oppor- 
tunity, would prefer to live under a system in 
which the citizens keep the most powerful 
controls in their own hands—where the indi- 
vidual decides what is best for himself and 
uses his freedom of initiative and freedom of 
choice to produce as he pleases and to con- 
sume as he pleases, within the natural limits 
prescribed by the common welfare. 

Some critics of our consumer-oriented econ- 
omy support their position with the specious 
reasoning that we are at war—whether it’s 
hot or cold seems to make no difference to 


them. They argue that wartime is no time 
for “fins and fripperies.” They imply that 
the engineer who is developing products to 
please the private consumer is fiddling while 
Rome burns—that we all should be making 
missiles and rockets or at least schools and 
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The Terms of the Emergency 


This is an emergency, they say. But is it 
that kind of an emergency? Is it an emer- 
gency that warrants sacrificing freedom today 
to preserve it for tomorrow. I just don’t be- 
lieve you can put any kind of freedom into 
a deep freeze for very long and expect it to 
be as good as new when you thaw it out— 
if you ever get a chance to thaw it out. 

If we trade freedom for survival today, we 
are surrendering on the enemy’s terms with- 
out a fight. The alternative and our greatest 
challenge is to demonstrate to the world that 
freedom provides the greatest strength and 
most powerful incentive for survival. 

We must demonstrate to the world that the 
free enterprise system can be more creative 
than any other—not only that it can create 
more and better material goods and services, 
but that it also can create the purchasing 
power to absorb this output while at the 
same time producing as a by-product more 
social goods and services than any other eco- 
nomic system. To accomplish all this without 
any loss in personal freedom is a challenge to 
every free individual. The challenge to and 
the responsibility of the engineer is, as I have 
said, particularly great. 

The two major challenges which I have 
discussed pose serious threats—to our coun- 
try’s economic life and to our work as engi- 
neers. 

Let us accept these challenges. Let us 
reinforce our country’s leadership in mass 
production. And let us expose the faulty 
logic of false austerity by making freedom 
work—not by curtailing it—but by using it 
with all the energy, all the imagination and 
all the firmness of purpose that we possess. 
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A comprehensive analysis of a basic subject 


Objectives in Michigan Taxation 


ROGRESS toward the achievement of a 

rational tax program for the State of 
Michigan can be realized only against a 
background of agreement on the goals or 
objectives of such a program. In general 
terms these objectives are adequacy of reve- 
nue, equity or, in some contexts, neutrality, 
and conduciveness to economic growth. How- 
ever, difficulties may arise because of differ- 
ences in definition and conflicts between the 
various objectives of tax policy. It is, there- 
fore, the purpose of this paper to define them 
as clearly as possible, thus converting them 
from abstractions to substantive, workable 
policy goals, and to evaluate the existing tax 
structure in their light. 


I. ADEQUACY 


A tax structure which achieves the goal of 
adequacy is one which, while avoiding fre- 
quent changes in rates and tax bases, yields 
sufficient revenue to meet the inevitably ris- 
ing costs of providing public services for a 
growing population and an expanding econ- 
omy. Introduction of new services or sub- 
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stantial upgrading of the quality of existing 
services should be the only occasions requir- 
ing the introduction of new taxes or increases 
in rates. “Horizontal” growth in expenditures, 
due to population and economic growth or 
rising costs, should be capable of being 
financed without tax changes. 

The problem of attaining adequacy is ac- 
centuated by the fact that state-local expendi- 
tures, ‘in Michigan as well as in the nation as 
a whole, have been increasing more rapidly 
than income or output in the economy. Be- 
tween 1952 and 1959 the national total of 
state-local direct general expenditures rose 
from 7.4 to 10.2 per cent of the nation’s 
gross national product. This suggests that 
state-local revenue adequacy requires that 
tax yields be highly responsive to expansion 
in the economy. 


The Deficit in the General Fund 


A review of recent tax developments in 
Michigan will indicate whether these criteria 
have been met. During the period 1950-1961 
as a whole General Fund expenditures have 
exceeded revenues in the amount of $134 
million. The deficit was kept at this level 
only through the Legislature’s resort to one- 
time non-recurrent sources of funds, such as 
shifting the due date of the corporate fran- 
chise tax, transfer to the General Fund of 
$10 million in bond redemption funds, liqui- 
dation of part of the Liquor Control Commis- 
sion’s equity in its inventories, retention of 
receipts from the unconstitutional 4 cent 
“use tax,” and liquidation of the Veterans’ 
Trust Fund. In total, these “one-shot” sources 
yielded $117 million. If this amount is added 
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to the deficit noted above of $134 million, we 
find that the regular, recurrent sources of 
General Fund revenue fell short of statutory 
obligations for the twelve-year period by 
more than $250 million. 


New Taxes 


This revenue deficiency has occurred de- 
spite the fact that tax rates were repeatedly 
increased and new taxes were introduced 
during the period under examination. The 
following major tax measures have been 
adopted since 1950, including only those 
which directly or indirectly affect the position 
of the General Fund: (1) the corporate fran- 
chise tax rate was raised in several stages 
and the $50,000 limitation on each corpora- 
tion’s liability was removed; (2) the coverage 
of the use tax was extended; (3) the business 
activities tax was introduced in 1953 and its 
rates were increased in 1955 and 1959; 
(4) the cigarette tax was increased twice and 
a 20 per cent tax on the wholesale price of 
other tobacco products was introduced; (5) 
rates were raised under the intangibles tax 
and distribution of proceeds to municipalities 
and townships was limited to $9.5 million; 
(6) the beer tax was doubled; (7) a 4 per 
cent excise tax on the retail price of liquor 
was levied and later doubled; and (8) the 
rate of the pari-mutuel tax was raised. 

Thus the Legislature can hardly be said to 
have avoided taking action on tax matters. 
But the fact that its actions have accounted 
for the largest part of the increase in tax 
receipts between 1950 and 1961 suggests 
strongly that the tax structure is one which 
fails to respond adequately through time to 
growth in the State’s population and economy, 
and inflation. 


The Expenditure Side 
While it is not the primary purpose of this 
paper to examine the expenditure side of the 
fiscal coin, the question of revenue adequacy 
can not be resolved satisfactorily if it is 
ignored. Actual expenditures rose from $200 
million in 1950 to $375 million in 1959. In 


“real” terms,’ however, General Fund (gen- 
eral purpose) expenditures increased from 
$200 million to only $262 million. If the 
population increase of approximately 22 per 
cent is also taken into account the $262 
million may be further reduced to $213 mil- 
lion—very little above the 1950 level. Since 
a disproportionate share of the population 
growth has been accounted for by the very 
young and the aged, both heavy users of gov- 
ernment services, in real terms the quantity 
of public goods and services provided through 
the State’s General Fund, relative to the num- 
ber of people served, has probably shown no 
increase at all. 

Welfare expenditures account for about 
one-sixth of the General Fund (general pur- 
pose) total. The two major categories of 
welfare assistance are aid to dependent chil- 
dren (ADC) and aid to indigent aged. The 
1958-59 caseload under ADC averaged 26,189, 
several hundred below the level of 1950, de- 
spite an almost 50 per cent increase in the 
number of children in Michigan aged 18 
years and under. Broader coverage under 
OASI has brought with it a decline in the 
State’s old age assistance caseload from 
98,425 in 1950 to an estimated 61,000 in 
1960-61. 

Similar evidence of stabilization or actual 
decline in the need for State outlays may be 
seen in such areas of public health as treat- 
ment of tuberculosis patients. But in mental 
health and education the prospects are very 
different; these two functions account for 53 
per cent of General Fund (general purpose) 
appropriations for fiscal 1961. In mental 
health institutions operated by the State the 
average patient population increased from 
24,117 in 1949-50 to 29,630 in 1959-60 and 
there is a current waiting list of over 1,700 
persons. Furthermore, in the past three years 
the number of employees available to care 
for mental patients has declined from 317 


‘Implicit price deflator for state and local pur- 
chases of goods and services, 1954 = 100. U.S. De- 
partment of Commerce, Office of Business Economics, 
U.S. Income and Output (Washington, 1958), p. 220, 
and Survey of Current Business, July, 1960, p. 11. 
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per 1,000 patients to 308. This has occurred 
despite the shift in patient population toward 
those requiring intensive care. 

Enrollments at State universities and col- 
leges increased from 49,000 in the fall of 
1949 to an estimated 96,310 in the fall of 
1960. Between 1961 and 1965 a rise in total 
enrollments of more than 31,000 is expected. 
Of this number private institutions, which 
now account for 22 per cent of the State’s 
total enrollment, expect to accommodate only 
2,900, or less than 10 per cent. These figures, 
together with rising per student costs in higher 
education, suggest certainly that maintaining 
services at a level resembling existing stand- 
ards in higher education is going to require 
the expenditure of rapidly mounting sums of 
money. 


The Outlook for Expenditures 


Under circumstances such as those briefly 
outlined above it is irresponsible to suggest 
that expenditures by Michigan State govern- 
ment can be cut below or even maintained at 
current levels. On balance, instead, it would 
appear that the cost of providing public 
services will continue to rise, and experience 
of the past suggests further that there is 
insufficient elasticity in the existing revenue 
structure to enable it to keep pace with these 
cosis. If one assumes only that: (1) the 
State’s population will grow at a rate of about 
2 per cent per year; (2) costs will rise by 
between 1 and 2 per cent per year; (3) gov- 
ernment wages and salaries will keep pace 
with those in private industry, rising at a 
rate of, say, 3 per cent per year; and (4) that 
roughly existing levels of services will be 
provided for the larger number of persons 
requiring them, it follows that the State’s 
General Fund expenditures will rise at a rate 
of 5 per cent or more per year. If we further 
assume that capital outlay requirements can 
not be postponed forever, $10 to $20 million 
per year may readily be added to the result- 
ing figure for any given year in the near-term 
future. The same may be said with respect to 
liquidation of the accumulated General Fund 
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deficit, which is likely to reach at least $80 
million by June 30, 1961 and which may, in 
fact, exceed $90 million by that date. 

Leaving aside consideration of the need for 
expanded state services, it seems clear that 
the present tax structure will not close the 
gap that has emerged each year since 1956-57 
between General Fund revenues and expendi- 
tures. Nor does it appear likely that increases 
in rates applicable to existing taxes will prove 
to be more than the mere palliative which 
they have been in the past. 


County Finances 


Between 1950 and 1958 total county re- 
ceipts and expenditures rose by approximately 
110 per cent. The relative contribution to 
total county revenues of the property tax has. 
remained fairly constant at 50 per cent, and 
that of state aid at about one-third. Highway 
construction and maintenance and welfare, 
primarily general relief, accounted for about 
two-thirds of total expenditures in 1958, just 
as they did in 1950. 

Not only will county expenditures continue 
to rise with the costs of materials, adjustments 
in wage rates, and population increases, but 
an increasingly urbanized population is likely 
to expect county services to improve with 
improving technology .and higher standards 
of living in the economy generally. On the 
other hand, competition between the counties 
and school districts for adequate shares of 
revenue under the 15 mill property tax limit 
is likely to become more intense as needs be- 
come more desperate. 


School District Finances 


School district finances have been strained 
by a 5O per cent increase in enrollment be- 
tween 1950 and 1959-60, coupled with rising 
costs of instruction and the need for capital 
outlay brought about by a combination of 
higher enrollments and a shift in the geo- 
graphical distribution of the school-age popu- 
lation, particularly in the metropolitan areas 
of the State. Current expenditures per pupil 
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rose from $203 in 1950 to $321 in 1958.2 The 
single most important contributor to this in- 
crease was the substantial rise in teachers’ 
salaries between 1949-50 and 1957-58. In 
terms of current dollars average teachers’ sal- 
aries increased by almost 60 per cent in the 
State as a whole, from $3,300 to $5,340, but 
by less than 45 per cent in Detroit and, at 
the other extreme, more than 62 per cent in 
cities with populations of 25,000 to 50,000. 
The average increase in real terms is equal to 
approximately 29 per cent, suggesting an an- 
nual improvement rate of about 2.5 per cent 
per year. A second factor which has contrib- 
uted to the increase in instructional costs has 
been the improvement in the State-average 
pupil-teacher ratio, from 28.1 in 1949-50 to 
26.2 in 1957-58. 

During the course of this nine-year period 
school district receipts from all sources in- 
creased some two and one-half times, but 
property tax receipts approximately tripled. 
Between 1950 and 1958 the proportion of 
General Fund receipts, which provide for 
operating expenses, contributed by state aid 
declined from over 60 per cent to less than 46 
per cent, while the share contributed by the 
property tax rose from 33.7 to 42.1 per cent. 

Projections of public school enrollment in 
Michigan indicate that no letup in the finan- 
cial pressures being experienced by school 
districts can be expected; the number of chil- 
dren attending the public schools is likely to 
increase in the period 1957-58 to 1964-65 
by a number equal, approximately, to the 
increase realized in the immediately preceding 
nine years. 

City Finances 

The general operating expenditures of 

Michigan’s 20 largest cities increased from 


$133 million in fiscal 1950 to $230 million 
in 1958. Capital outlays, which fluctuate 


* These and other data on education are from Su- 
perintendent of Public Instruction, Biennial Report, 
various issues, and An Analysis of the Receipts and 
Expenditures of the Michigan Public Schools for 
1957-58, Bulletin 1011, Revised (Lansing, 1959). 


widely from year to year, ranged from $43 
million in 1950 to a peak of $107 million in 
1954. These cities realized a gain in general 
revenues of $130 million between 1950 and 
1958, of which the property tax accounted 
for $62 million. State and (to a minor extent) 
federal aid increased by $42 million, while 
revenue from other sources, including fees, 
fines, licenses, permits, patient charges, etc., 
accounted for the remainder, some $28 mil- 
lion. Property tax collections represented 
about the same proportion of total revenue 
in 1958 as they did in 1950. On the other 
hand, intergovernmental aid increased more 
rapidly than total revenue, having more than 
doubled in eight years. 

Apart from their allocations of earmarked 
highway-tax funds, the principal intergovern- 
mental aid received by the cities consists of 
their share of one-sixth of the net state sales 
tax receipts and $9.5 million of intangibles 
tax collections. Thus if the trends experienced 
in recent years in city expenditure require- 
ments and state sales tax receipts should 
continue, fiscal adequacy for the State’s 
municipalities may not be achievable. This is 
especially true for those cities which have 
lost population since 1950 or which failed to 
gain population as rapidly as the State as 
a whole. 

Particularly in the more heavily urbanized 
areas of the State, it is impossible to dis- 
tinguish the fiscal problems of the munici- 
palities from those of the school districts or 
counties. All of these units of government 
are fishing in the same property tax pond and 
it is obvious even to the most casual observer 
that an increase in the property tax levy of 
one unit makes it increasingly difficult for 
another, serving the same area, to meet its 
needs from this source. Given the 15-mill 
property tax rate limit, which must be shared 
in each county by the county, its school dis- 
tricts, and townships, and city and village 
charter limits, coupled with the State Board 
of Equalization’s authority to determine the 
level of the property tax base, Michigan’s 
local units of government commonly enjoy 
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little or no discretionary power to raise prop- 
erty tax rates. 


Il. EQUITY 


Equity in taxation is an elusive concept. 
However, a meaningful approach to its defini- 
tion may be achieved if a distinction is drawn 
between “horizontal” and “vertical” equity. 
Horizontal equity refers to the tax treatment 
of similarly circumstanced persons; it im- 
plies “equal treatment of equals.” Difficulties 
arise in any attempt to define it with precision 
because of uncertainty in judging “similar 
circumstances.” If the criterion for determin- 
ing the individual’s tax contribution is income, 
expenditure, or wealth, then horizontal equity 
requires that all persons having equal obliga- 
tions to dependents and equal income or 
wealth, or who spend equal amounts, should 
pay the same sum in taxes. In any tax system 
made up of a number of separate and diverse 
taxes, the question of horizontal equity is 
likely to arise with respect to each of them 
in their application to both individuals and 
business firms. 

Vertical equity is more difficult to deal 
with because it concerns the matter of achiev- 
ing justice in the distribution of tax liabilities 
among individuals who are not similarly cir- 
cumstanced, that is, not equal with respect 
to a basic measure of taxpaying capacity, 
most commonly income. Thus vertical equity 
may be said to be achieved when the distribu- 
tion of tax burdens among income groups is 
regarded as “fair” or “proper.” Here there is 
no truly objective standard by which equity 
may be determined. Decisions taken in this 
area necessarily reflect the judgment of those 
responsible for them. 

In a federal nation there is the further 
question as to which level of government— 
federal, state, or local—is to assume primary 
responsibility for vertical equity. It seems 
patently clear that only the federal govern- 
ment is capable of achieving uniform results 
in this area. Policy among the states is not 
only certain to be diverse, but inter-state 
rivalries and the relative ease with which the 


MARCH, 1961 


high-income taxpayer may change his state 
of domicile would render futile any attempt 
on the part of the states to contribute sub- 
stantially to vertical equity. 

The states may choose between a policy of 
neutrality and one which seeks either to offset 
or to reinforce the direction of federal policy. 
Given the existing progressive federal tax 
structure the first of these latter alternatives 
would require that state-local taxation be 
regressive relative to income after federal 
taxes, and the second that it be progressive. 
Neutrality, on the other hand, implies that 
state-local taxes be proportionate to income 
after federal taxes. If it is assumed that the 
policy of the federal government is the “cor- 
rect” one, or that changes in it should be 
accomplished uniformly throughout the na- 
tion, the appropriate policy calls for state- 
local neutrality. 


Present Status of Horizontal Equity 


Michigan’s state and local tax structure 
abuses the concept of horizontal equity in a 
wide variety of ways. A complete catalogue 
of these points is not possible here; only the 
more flagrant instances will be discussed.* 

If one insists that horizontal equity can be 
attained only if similarly circumstanced indi- 
viduals or families are taxed similar or like 
amounts, and if the criterion for determining 
similarity of circumstances is income, net 
wealth (net worth), consumption expenditure, 
or all three, then its attainment in Michigan 
is obviously impossible. State-local taxes in 
this State, either singly or in combination, do 
not employ bases which even roughly approxi- 
mate this criterion. Since a realistic outlook 
toward tax reform acknowledges that im- 
provement of what exists is likely to be more 
readily attainable than any attempt to create 
a totally new structure, we shall ask only 
whether equity is realized within the general 


*For a detailed discussion of each of the major 
taxes imposed in Michigan, see Michigan Tax Study 
Staff Papers (Lansing, 1958), especially Chapters 5-8, 
10, 15-17, and 19. 
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framework of the nature and base of each of 
the major taxes. 

If the sales tax is considered to be a tax on 
consumption expenditures as a whole, the 
Michigan sales tax fails to provide horizontal 
equity on two major counts. First, two persons 
or families, each of which spends a like 
amount for consumption, may pay very dif- 
ferent amounts in sales tax because in the 
one case much is spent for taxable goods 
and little for nontaxable services, while in 
the other case the proportions are reversed. 

A second instance follows from the fact 
that business firms pay the sales or use tax 
on purchases of things which do not enter 
directly into industrial processing or agricul- 
tural production. Even if the sales tax paid 
by business on these items is uniformly shifted 
forward to consumers, the proportion of the 
price of each product represented by this tax 
will differ in every case. Thus, the amount of 
this part of the sales tax borne by the con- 
sumer will depend not simply upon the 
amount of his expenditure, but upon the 
selection he happens to make among con- 
sumption items. 


Taxes on Other Products 


With respect to the State’s taxes on beer, 
wine, liquor, and cigarettes and other tobacco 
products, their very taxation, given wide 
variance in consumers’ tastes, is a denial of 
the concept of horizontal equity. However, 
one might at least demand equality of treat- 
ment among, for example, beer drinkers and 
among smokers. But even this much is not 
achieved; in the case of beer because the 
tax, imposed at the rate of $2.50 per barrel 
(31 gallons), represents a widely varying 
fraction of the retail price, depending upon 
whether the beer is purchased in half-barrels, 
bottles or cans, and upon whether it is stand- 
ard or premium-priced beer; and, because in 
the case of smokers, the tax is 20 per cent of 
the wholesale price of cigars, smoking and 
chewing tobacco, but at 6 cents per package, 
approximately 30 per cent of the retail price, 
of cigarettes. 


Since Michigan does not impose a gift tax, 
taxation of wealth transfers applies only to 
transfers at death, resulting in inequality of 
treatment among estates under the inheritance 
tax. Other sources of inequity are found in 
the exemptions of insurance proceeds left to 
named beneficiaries and property owned joint- 
ly by the decedent and a survivor. 


The Business Activities Tax 


The conceptual backdrop for the BAT is 
“value added,” ideally the difference between 
the firm’s receipts from the sale of its product 
and the amount paid for purchases from other 
firms plus non-income taxes. Alternatively 
value added is. the sum of payments by the 
firm for the services of land, labor, capital, 
and entrepreneurial skills. 

Michigan’s BAT departs from this concept 
in several ways that produce unneutralities 
among firms. Interest is allowed as a deduc- 
tion but payments for equity capital are not; 
depreciation is allowed on buildings but not 
on machinery and equipment, while rent paid 
is deductible in all cases; and, finally, irre- 
spective of the amount of its actual allowable 
deductions, a firm is permitted a minimum 
deduction of 50 per cent of its gross receipts 
plus one-half of payrolls in excess of 50 per 
cent of gross receipts up to a further 10 per 
cent of the latter. Because purchases from 
other firms constitute the bulk of allowable 
deductions, the minimum deduction tends to 
favor the highly vertically integrated firm, the 
user of much labor relative to capital, and 
the firm realizing high mark-ups. 


The Franchise Tax 


The franchise tax, now levied at 5 mills on 
corporate capital and surplus, obviously dis- 
criminates against the corporate form of busi- 
ness organization and against equity, as com- 
pared with debt, capital. As the tax base is 
defined, essentially net assets less current and 
long-term indebtedness, a merger or sale that 
gives rise to an upward revision of asset 
values attracts a tax penalty, even though it 
merely reflects long-existent higher values. 
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Similarly, the adoption of the parent-sub- 
sidiary device as opposed, say, to a divisional 
arrangement, gives rise to a tax penalty since 


_ it “creates” additional net worth, even though 


the underlying assets may be identical in 
value in any two instances. Finally, failure of 
the law to permit the deduction of losses 
which impair paid-up capital produces an 
effectively higher rate of tax that is appli- 
cable to corporations least able to absorb it. 


Taxation of Insurance Companies 


The taxation of insurance and insurance 
companies in Michigan is accomplished pri- 
marily through the imposition of a tax on 
premium receipts attributable to Michigan, 
collected by foreign (non-Michigan) com- 
panies. Domestic companies are exempt and 
pay only a franchise tax, limited in total 
liability for each company to $50,000 and 
equal, in the aggregate, to approximately 
one-eighth of the amount that would be pay- 
able were they subject to the tax on insur- 
ance premiums. The law distinguishes between 
(a) fire, marine and automotive and (b) all 
other types of insurance, imposing a rate of 
3 per cent upon the former and 2 per cent on 
the latter. Considerations paid for annuities 
are entirely exempt. It seems clear that each 
of these features of the insurance premiums 
tax abrogates the concept of horizontal equity, 
no matter how broadly it may be defined. 


Intangible Property Tax 


The tax imposed on income producing in- 
tangible property is the greater of 3 1/2 per 
cent of income or 1/10 of 1 per cent of face 
or par value (no-par stock is assumed to 
have a par value of $1 per share). Income 
producing accounts and notes receivable (off- 
set by the deduction of accounts and notes 
payable), money and deposits, and building 
and loan or savings and loan association 
shares are taxed at the rate of 1/2 of 1 mill 
per dollar of face value. 

The differentials in the tax rate structure 
are certainly not neutral in their impact and 
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cannot be justified in terms of horizontal 
equity. Perhaps of even greater importance 
is the fact that corporate stock of nominal 
par value will pay a nominal tax in years 
when dividends are not paid, but bonds, the 
face or par value of which will generally be 
fairly close to market value, are always sub- 
ject to a tax equal to at least 1/10 of 1 per 
cent of face or par value. 


The Property Tax 


The tax on residential property is, essen- 
tially, a tax on shelter, thus heavily burden- 
ing those whose tastes or circumstances lead 
them to devote a large fraction of their in- 
come or expenditure to housing, contrasted 
with those who devote relatively little to 
housing and much to personal property which 
escapes taxation because of legal exemption 
or administrative practice. Furthermore, in- 
adequacies in the assessment process result 
in unequal application of rates among resi- 
dential properties within a single taxing jur- 
isdiction. 

Given the fact that industrial and commer- 
cial real and personal property are, in general, 
infinitely more difficult to appraise than most 
residential property, it is to be expected that 
inequalities in the assessment of non-residen- 
tial property are at least as great as those 
found in the study of residential property 
assessments. Moreover, another question of 
equity arises as a consequence of the wide- 
spread practice of assessing different classes 
of property at varying ratios to market value. 

Finally, the property tax, by its very na- 
ture, is highly unneutral with respect to 
business property. Some firms employ much 
tangible personal and real property relative 
to other factors of production while other 
firms do not; some firms are able, with little 
cost or inconvenience, to reduce inventories 
to a bare minimum as of the assessment date, 
others obviously can not; and widely different 
rates of inventory turnover produce a simi- 
larly wide range of tax liabilities relative to 
turnover, output, or income. 


Taxes Relative to Income 


Vertical equity, it has been pointed out, is 
largely a matter of subjective value judgment. 
The objective suggested here is a proportion- 
ate distribution of state-local taxes relative to 
income after federal taxes. This objective 
need not, nor can it, be achieved with respect 
to each of the taxes included in the State’s 
diversified state-local tax structure. Rather, 
it is an objective to be sought in the tax 
structure as a whole, a structure in which 
some taxes may be regressive relative to 
after-federal-tax income, provided others are 
sufficiently progressive to permit, on balance, 
the attainment of proportionality. 

Professors Musgrave and Daicoff have de- 
veloped estimates of the distribution of state- 
local taxes as a proportion of income for the 
year 1956, presented in Table 1. The state- 
local tax data used involve taxes borne by 
individuals after the process of shifting has 
been taken into account and after deduction 
of that part of state-local taxes paid which is 


TABLE 1 
THE DIsTRIBUTION OF STATE-LocAL TAXES BORNE BY 
FAMILIES AND UNRELATED INDIVIDUALS 
IN MIcHIGAN, 1956 


State-local taxes borne 
as per cent of income 


Income bracket Before After 
(dollars) federal taxes federal taxes* 
Under 2,000 16.5 20.2 
2,000 to 2,999 10.3 12.8 
3,000 to 3,999 8.2 10.4 
4,000 to 4,999 6.6 9.2 
5,000 to 6,999 6.1 7.9 
7,000 to 9,999 5.1 6.9 
10,000 and over a 9.8 
Total 6.3 9.0 


* “Federal taxes” include all taxes collected by the 
Federal Government, not just the personal income tax. 
Source: Derived from R. A. Musgrave and D. W. 

Daicoff, “Who Pays the Michigan Taxes?”’, 
Michigan Tax Study Staff Papers (Lansing, 
1958), Tables 5, 7, Al and A2, pp. 138, 140, 
162, and 163. The slight differences between 
the authors’ ‘A’ and ‘B’ cases were reconciled 
by averaging the two. Taxes classified as 
“Highway User” and “Sporting” are ex- 
cluded. For assumptions as to shifting, etc., 
see the Musgrave-Daicoff Study. 
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“borne” by the federal government as a con- 
sequence of deductibility of such taxes from 
income for federal income tax purposes. 

It is clear that Michigan’s state-local tax 
structure is steeply regressive relative to in- 
come after federal taxes throughout the in- 
come range up to $10,000, and progressive 
thereafter. It is, of course, even more regres- 
sive relative to income before federal taxes. 
The very sharp regression at income levels 
below $5,000 is attributable primarily to the 
two most important taxes, the sales and prop- 
erty taxes. While estimates are necessarily 
rough, the results are in general conformity 
with expectations, given the Michigan tax 


structure and the consumption patterns of the 


State’s families and individuals. 


III. CONDUCIVENESS TO 
ECONOMIC GROWTH 


While state and local taxes in general rep- 
resent a comparatively small proportion of 
the total costs of doing business, neither 
Michigan nor any other state can afford to 
ignore with impunity the level and structure 
of the taxes it imposes on business firms. 
A positive, constructive approach acknowl- 
edges that business firms should not be the 
principal non-voting source of tax funds 
whenever more public revenue is needed; 
that business taxes should be readily deter- 
mined by application of clear-cut ruies, rather 
than by negotiation or arbitrary action of 
administrative officials; that taxes paid by 
business should bear some reasonable relation 
to the volume of public services utilized; and 
that the level of business taxes in the state 
should be consistent with those imposed in 
other states, when the value and volume of 
public services provided are taken’ into 
account. 

Total taxes paid by business to the State 
currently amount to about $260 million, or 
more than $110 per non-agricultural employee 
in the State per year. Of this year’s levy of 
approximately $800 million in local property 
taxes, the business share is in the neighbor- 
hood of $400 million; personal property taxes 
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probably account for about 60 per cent of 
this sum. In total, therefore, state-local taxes 
(exclusive of gasoline, weight, and unem- 
ployment compensation taxes) paid by busi- 
ness in Michigan in 1960-61 will come to 
approximately $660 million, some 60 per 
cent of which is attributable to the property 
tax. This figure represents about $285 per 
non-farm employee or some 14 cents per hour 
per employee. While state-local taxes do not 
contribute a large proportion of production 
costs, there are wide variations about this 
mean level of business taxes because tax 
liabilities vary so greatly among firms. 

The largest part of Michigan’s business 
taxes does not vary with output or income in 
the short run, but represents a fixed cost, a 
cost which, for businessmen concerned with 
“break-even” points, means raising the vol- 
ume of sales that must be achieved before 
that break-even point can be reached. 

Certainly the existing Michigan tax struc- 
ture is not correlated with the costs of provid- 
ing public services to the taxpaying firm, for 
there is little or no reason to expect that the 
latter costs should be very closely related to 


_ such measures as corporate net worth, in- 


tangibles owned, assessed value of inventories, 
machinery and equipment, and so forth. The 
BAT, especially if amended so that its base 
approximates value added, and the tax on 
business real estate are the only ones that 
may even roughly approach this standard or 
criterion for business taxation. 

Comparison of business taxation in Michi- 
gan with like taxation in the most closely 
competitive states suggests that state-local 
taxes paid in Wisconsin, Pennsylvania, and 
New York may or may not be as high as 
they are in Michigan, but they appear to be 
distinctly lower in Indiana, Ohio and Illinois. 
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However, even if state-local taxes, on the 
basis of taxes per employee, for example, in 
these states are as low as half of the Michigan 
level, the tax-cost differential is unimpressive. 
If taxes in Michigan are 14 cents per hour, 
the gross differential would be 7 cents. But 
since federal income taxes are payable in all 
states at a rate of approximately 50 per cent, 
the net differential is only 3.5 cents per hour. 
If, furthermore, the level of governmental 
services in Michigan is higher than it is in 
Illinois, Indiana or Ohio, and if such services 
are positively valued by business, this net 
differential must be further reduced. 

The fact remains, however, that Michigan’s 
economy has fared poorly in recent years. 
While studies conducted thus far have failed 
to find a statistical link between tax levels 
and rates of economic growth, the role of 
taxes as costs of doing business can hardly be 
ignored. Since the Korean War, despite con- 
tinued population increase, the labor force 
and employment in the State have both de- 
clined. Employment has dropped by almost 
200,000, compared with a decline of about 
64,000 in the labor force, leaving a hard 
core of unemployment, which in 4 of the last 
5 years has averaged 200,000 per month. 
This situation may be largely explained by 
the fact that the State is closely tied to an 
industry which has experienced a marked 
decline in employment, and it has been suffer- 
ing as well from decentralization of that in- 
dustry. At the same time it has failed to 


attract a substantial share of employment in 


the more rapidly growing .industries. To ex- 
pect a change in tax policy, by itself, to 
reverse the trend of recent years is obviously 
to expect too much. That it may contribute 
to such a reversal, however, is quite con- 
ceivable. 
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BANK DEBITS—THE MOST ALL-INCLUSIVE MEASURE OF BUSINESS ACTIVITY—The 


national economic decline is reflected in the Lower Peninsula’s downward trend throughout the past 
year. 
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UPPER PENINSULA BANK DEBITS—The Upper Peninsula seems to have maintained a more 


stable level of business activity during the past year than has the nation as a whole. Warm weather 
during the tourist season and a relatively mild winter have been partly responsible for this. 
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POWER CONSUMPTION-Shutdowns in automobile plants during the December-January period 
have been mainly responsible for the significant drop in power consumption. 
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MICHIGAN EMPLOYMENT-Layofts in durable goods production, especially in the automobile 
industry due to production cutbacks for inventory readjustment, have been responsible for the in- 
creased level of unemployment. (Beginning in January, 1961, a new basis has been used to compute 
" the employment fi . As a result, the decrease shown on the chart for January is only one 
} fifth as severe as it actually should appear.) : 
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e A discerning, imaginative analysis of .. . 


Jobs and Working Conditions 


in the Sixties 


F a single caption were to be required for the 

decade ahead, it would be “The Age of 
Growth.” This growth will be geared largely 
to the problem of more effective utilization of 
human resources. This will require that we 
spend more time and money in developing 
and nurturing the talents of people than we 
have customarily thought economical in the 
past. 

This immense new effort of enlarging the 
capacities of people, in order that we might 
enjoy the benefits and avoid the possible dan- 
gers of such growth, will extend from the 
improvement and enlargement of our public 
educational system. It will swell to even great- 
er proportions the already burgeoning fields of 
adult education, and professional and techni- 
cal development of our working population. 
This conclusion about the need for more at- 
tention to the development of people to the 
peak of their ability grows out of some basic 
facts about jobs and working conditions in the 
sixties which are becoming more apparent 
daily. Let’s look at some of the more impor- 
tant of them. 


The Changing Definition of “Employee” 
The image which many employers, unions, 
citizens, and educators have of the man at 


About the Author— 

Dr. Odiorne is Professor of Industrial Relations 
and Director of the Bureau of Industrial Relations in 
this School. His extensive experience includes both 
academic and business activities. He presented this 
address before the Credit Union League Conference 
in Ann Arbor, on September 9, 1960. 
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work is already somewhat behind the times, 
and will change even more radically during the 
sixties. Perhaps the more significant changes 
in this image are these: 

a. The drastic rise in the number of pro- 
fessional, technical, managerial and staff spe- 
cialists in industry, and the prospect of even 
greater increase in the years ahead; 

b. A leveling off or decline in the number 
of unskilled workers, and a further drastic 
falling off of the ranks of farmers and farm 
workers; 

c. The demand for more skilled workers, 
with the further provision that many new 
skilled trades will be demanded, together with 
changes in the present lines of craft organiza- 
tion of the work force; and 

d. An increase in the number of service, 
clerical and sales workers which exceeds all 
other categories of occupations. 

In fixing a clear image of the employee in 
the sixties, we might consider these four cate- 
gories as somewhat separate situations, in 
which jobs and working conditions, as well as 
the developmental needs, will have special 
characteristics. Let’s look at how each of 
these specific groups will grow or will alter its 
composition during the coming decade. 

Professional, Technical, and 
Managerial Jobs 

From the business management viewpoint, 
and also from the marketing viewpoint, this 
group may be considered significant beyond 
just the numerical amount it will increase dur- 
ing the decade. This group comprises the pro- 
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fessionals who will generate the ideas, the or- 
ganizations, and the objectives for economic 
growth. This is the group who knows what 
should happen and can make it happen. 

Nicholas Murray Butler, former president 
of Columbia, once said that people can be 
placed into three classes: the few who make 
things happen, the many who watch things 
happen, and the overwhelming majority who 
have no idea of what happened. Certainly it 
must be the managers, the professional engi- 
neers and scientists, and the technical spe- 
cialists such as accountants, marketing 
experts, financial managers, and similar 
high-talent people who make things happen. 
Economic growth is not merely a matter of 
people hustling about. It requires great capi- 
tal accumulation, mass marketing, stable 
money and banking systems, and an educated 
and intelligent work force. Yet these circum- 
stances aren’t mere accidents of history, but 
occur because able and courageous men of 
great moral fiber accept it as their purpose 
to make such things take place. 

The development of able men who can move 
into these positions because of their solid per- 
formance is one of the requirements of our 
time. It’s more than a fashionable thing to 
do because the literature says one should, or 
because somebody else has done it. More and 
more organizations are realizing that the de- 
velopment and growth of able men for leader- 
ship in these fields is a matter of business 
strategy and sound public policy—and a most 
important matter. 

Under conditions of growth and change, 
jobs in this category can no longer be con- 
sidered sinecures for the lucky. Today’s de- 
mand is for dedicated men who have the 
ability to make great personal identification 
with their life’s work, paying a price in less 
personal leisure and more hard work for the 
rewards in status and compensation which 
accompany elevation into this higher echelon 
of society. These are the big jobs which must 
be done, upon which so much of the work and 
the rewards of others depend. 
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The Declining Unskilled Worker Group 


During the next decade, we are told, the 
number of unskilled jobs will remain the same, 
but there will be a relative decline in their 
importance and number as the economy and 
population grow. This decline, which as a 
percentage of the labor force has continued 
since the twenties, has some interesting impli- 
cations for jobs and working conditions in the 
sixties. 

a. The requirements of personnel manage- 
ment, employee relations, and supervision will 
change. The number of union members and 
union influence will fall, unless union leader- 
ship is able to transfer its organizing abilities 
into the white collar, professional, office, and 
sales workers groups. To date, they have had 
somewhat less than spectacular success in this. 

b. Unemployment will strike first among 
the unskilled workers. This insecurity among 
people who have the least mobility in the 
labor market, the least resources to weather 
long layoffs, and the strongest affiliations with 
unions will undoubtedly cause a tightening of 
union ranks, even though some diminishing 
of actual numbers of union members may 
occur. 

c. Many more of these unskilled jobs, es- 


pecially in service industries, will be filled by 


part-time workers. 

d. The continued accent upon high-talent 
manpower and the demand for trained people 
will not be fully filled. Concurrently, there 
will undoubtedly be surpluses of workers in 
the unskilled ranks. While the high-talent, 
highly trained, managerial and professional 
person will be in greater demand and will 
probably move about a great deal in his 
career, the unskilled man will be in lower de- 
mand, will be seeking greater job security, 
and will be harder to move. The high-talent 
employee in the future will be more of a tran- 
sient as he moves from plant to plant, or 
company to company. The unskilled man will 
attempt to sink his roots deep in one place, 
firmly wed himself to his job and his com- 
munity by ties of seniority, supplementary 


i 
| ‘ 
| 
19 


unemployment benefits, and unemployment 
benefits. While there is some doubt that all 
unskilled employees are made immobile by 
such measures, there’s little doubt that he is 
motivated to dig his roots deep. 

A cartoon which appeared recently in a 
popular magazine pictures two workers dis- 
cussing their jobs: “If it wasn’t for the pen- 
sion plan, paid hospital surgical and major 
medical insurance, guaranteed annual wage, 
free cafeteria, sick leave, and the recreation 
program,” one said, “I’d quit this lousy out- 
fit.” This may become more typical than we 
think for the unskilled worker of the future. 
The larger firm is now tying its people to itself 
with bonds of cash and benefits, creating for 
them fur-lined bear traps by which the com- 
pany assures itself of experienced and loyal 
people through a form of indenture which is 
voluntarily sought by the unskilled man. Yet, 
these benefits do not prevent the unskilled 
man from being the first to be discharged or 
laid off when the economic wind blows from 
the wrong direction. 


More Skilled Workers Needed 


The new technology which has arisen 
around us since the end of World War II has 
created a demand for more highly skilled 
workers. At present, these skilled occupations 
break down into 15 or 16 major categories ac- 
counting for about eight and one-half million 
workers. By 1970, it’s estimated that around 
11 million will be needed. 

Beyond this absolute increase,-some major 
changes may be expected in the skilled group’s 
composition. For example, over a million of 
our skilled workmen are carpenters, the lar- 
gest single group in this category. Yet this 


craft has undergone few changes in tech-- 


nology, and much of its employment is based 
upon arbitrary restrictions on work done 
through craft union rules. The craft unions 
may expect a great deal of pressure as tech- 
nological changes in housing and construction 
begin to erode the skill categories of the 
trades. 

In still another category of skilled worker 


are the automobile mechanics who number 
three quarters of a million craft workers. Un- 
like carpentry, this is a trade that is easily en- 
tered, frequently by people witho».: adequate 
training. Any young man who ha: pumped 
gasoline for more than two weeks considers 
himself a mechanic and will upon request un- 
dertake major overhauls upon your vehicle. 
The results are known to all of us who have 
had our cars tampered with by amateurs dis- 
guised as skilled men. The automobile com- 
panies seem to have a unique control over the 
production of genuinely skilled auto mechan- 
ics, yet the standards for entry into the field 
are most uncertain. As mechanical means of 
conveyance increase, we’ll probably discover 
that this shortage in both numbers and quality 
will become more aggravated. 

The demand will be more and more for the 
old-time general mechanic who can repair 
autos, power mowers, and the many hundreds 
of other gadgets which make up our affluent 
life in the sixties. This problem of attracting 
into the repair trades good men with a high 
level of skill development in mechanical mat- 
ters becomes so important that, unless we are 
able to do so, we can foresee that some day 
our entire gadget-enslaved economy may grind 
to a halt for lack of people who understand 
the insides of the gadgets which run us. 

In each of the other skilled categories— 
painters, electricians, plumbers, welders, ma- 
chinists, bricklayers, and so on—the problem 
of changing job composition in the face of 
changing technology exists. In addition, there 
will be a need for more of all of them. This 
shortage of skilled people will continue to be 
a problem for several reasons. 


The Shortage of Skilled Workers 


The first is that too few young people are 
entering the skilled trades. If they are workers 
in the plant they find that the difference in 
pay between learning a journeyman trade and 
being a simple laborer is too narrow to justify 
the four to six years of apprenticeship which 
is involved. For this, the union can accept its 


share of blame. The insistence upon flat in- 
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creases of the “cents per hour” note has re- 
sulted in a flattening out of the divergence be- 
tween the rates of skilled and unskilled work- 
ers. In 1939, for example, in one industry ma- 
chinists were paid 95 cents per hour and ma- 
chine operators 45 cents per hour. Because of 
flat rate increases, today the operators receive 
$2.45 per hour and the machinist receives 
$2.95. This difference is too slight to motivate 
unskilled workers to sacrifice their personal 
time and energy in learning the machinist’s 
trade. 

A second reason for the shortage of skilled 
men is that unlike the 1930s the able young 
people are turning away from the skilled 
trades and seeking out college degrees. The 
rising tide of junior colleges and regular col- 


lege enrollments is engulfing people who at an | 


earlier time would have become skilled ma- 
chinists, pattern makers, electricians, mill- 
wrights, and so on. In our urban areas, over 
50 per cent of the young people of college age 
are going to go to college in the sixties, where- 
as their counterparts of past decades took 
apprenticeships in skilled trades. The squeeze 
in the skilled labor market promises to grow 
tighter and tighter. 


Occupational Snobbery 

Educational experts estimate that two out 
of five young people are capable of coping 
with college-level work. Yet we note that in 
certain segments of the economy more than 
this will enter. What accounts for this rush to 
the colleges? To a certain extent, it grows 
out of the general value system which we’ve 
come to accept that everyone should go to 
college. This is in large part a result of the 
great myth, which has been accepted by 
upward-looking parents and their offspring, 
that the kind of knowledge which focuses on 
ideas and concepts is somehow superior to the 
kind which attends to material objects and 
processes. This special kind of snobbery is 
causing a wholesale exodus from the mechani- 
cal arts of skilled work, and to a lesser degree 
from engineering, into either the sciences or 
the general college curriculum. Knowledge of 
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machines, mechanical arts, and other skilled 
trades often demands the higher levels of in- 
tellectual discipline, if truth be known. It can 
be fully as demanding upon the intellect as 
history, the social sciences, or modern poetry. 
As recently as twenty years ago, the young- 
ster who aimed at learning about the insides 
of a clock, or a car, or a washing machine 
motor was considered normal, healthy, and in 
possession of sound instincts. Today he is 
steered away from such grubby pursuits by 
his parents, who thrust an encyclopedia of the 
social sciences or the latest anthology of mod- 
ern poetry into his hands. The reversal has 
gone so far that I have heard of one ten-year- 
old boy being punished for building a tree 
hut, not because the hut was an eyesore or a 
ruination of property, but rather because it 
was so well done that his parents were afraid 
he might become overly interested in handi- 
crafts and might subsequently seek a vocation 
where he could only apply such talents. 


The Increased Number of Clerical, 
Sales, and Service Workers 

During the sixties, about 26 million young 
people will enter the labor force. At the same 
time over 15 million people will withdraw be- 
cause of death, retirement, marriage and so 
on. This turnover is the lubricant which 
makes the greatest shift in the composition of 
the labor force possible. 

This shift is one which will release many 
unskilled and semi-skilled workers from their 
positions because of automation, and put in 
their places service, clerical, and sales people. 
The increased emphasis upon mass marketing 
in the sixties, the demands of the new research 
and development field, the increasing size and 
complexity of business organization, the 
growing need for educational and medical 
services will add substantially to this segment 
of the labor force. 

This new emphasis upon white-collar work- 
ers will alter consumption patterns, raise the 
educational level of the work force, increase 
the demand for technicians and trained peo- 
ple, and remove the union movement by even 


one more generation from the militant forces 
which brought it its strength during the thir- 
ties. 
Automation in the work place in clerical 
employment will make some significant 
changes in this part of the work force. Data 
processing methods and the application of 
computers to clerical and service operations 
is no longer a dream of the future. In years to 
come the clerk will be a high-level laborer in 
a complex set-up of data handling and sys- 
tems management. The computer can now 
collect, classify, sort, compare, and make de- 
cisions on a fairly complex level, and the 
office employee of the future will be more the 
programmer and operator of complex equip- 
ment than a simple bookkeeper of the past. 


Working Conditions in the Sixties 


In all of these areas we'll see some signifi- 
cant changes in working conditions. The em- 
ployee of the future will work in an environ- 
ment which would have been restricted to a 
limited few executives and proprietors in the 
past. The era when hard, back-breaking work 
which ruined the health and threatened the 
safety of the worker may not end completely 
in the sixties, but its termination will be 
nearly accomplished. 

Already the results of automation have 
changed some thinking on the subject of in- 
dustrial and occupational safety. Safety coun- 
cils are notably reluctant to report any star- 
tling gains in safety. Yet, despite the still too 
high levels of accidents, they are far below 
what they were thirty years ago, and we may 
predict that some great strides in this area 
will be made during the sixties. The opportu- 
nities for reducing occupational hazards to a 
minimum base affected only by acts of God 
are within reach. 

The small company still remains the fron- 
tier for accident prevention. It is more dan- 
gerous to the worker to be employed by a 
small company than a large one. This condi- 
tion may yield only to more stringent police 


action over occupational safety in these in- 
dustries in the sixties. Even now in many large 
companies the frequency and severity of acci- 
dents has reached an effective rate of zero for 
many plants and departments. New methods 
of accident prevention in the future require 
that such accidents be measured in terms 
of machine damage and materials spoiled, 
rather than in nonexistent injuries to people. 

To the extent that we can provide the 
amenities of decent working conditions for al- 
most all of our workers, the sixties will be a 
decade of progress. The provision of bodily 
needs is entirely possible now. The next fron- 
tier in working conditions is that which com- 
panies can achieve in the areas of social and 
ego needs of people at work. Providing dignity 
and self-expression in work poses the great 
challenge to management in the decade ahead. 
In our rush to obtain maximum technical and 
mechanical advancement, we may make the 
mistake of assuming that air conditioning, 
pensions, and music-while-you-work will make 
people happy. This, of course, would be a 
false assumption. Once the working condi- 
tions in terms of environment have reached 
the high levels we now find in most jobs, the 
only remaining frontier is in that of human 
relations. 

For this we cannot turn to engineers and 
technicians for assistance. This requires that 
more managers acquire greater skills and in- 
sights into the skills of administration and 
management, and give to people the recogni- 
tion, the sense of belonging to an important 
activity, the sense of security in their relation- 
ships with their managers, and the adequate 
goals that challenge people to put forth their 
best talents. 

The economic and technical problems of 
the sixties, I’m confident, we can solve. In 
many cases we have the answers in hand. To 
me the great challenge to managers and busi- 
nessmen of the sixties lies in how they meet 
the administrative and human problems of 
their organizations. 
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© Further discussion of an important management function 


What Does Control Really Mean? 


HE recent three-act “whodunit” on the 
meaning of control featuring E. S. L. 
Goodwin and Lyndall F. Urwick was most 
interesting and informative. However, there 
is a minor matter that calls for clarification if 
the field of management is to achieve “seman- 
tic accuracy and discipline.” I should like to 
return to Captain Goodwin’s original article in 
which he discusses the relationship between 
control and other elements of managerial 
action—planning, organizing, and directing.” 
Goodwin views control as an informational 
element (the gathering and interpreting of 
information) and does not think it should 
include doing anything about deviations from 
plan.* The following quotation provides a 
point of departure for the present discussion: 
Let us suppose that a manager’s information 
shows him that everything is going as he wishes, 
exactly according to orders and plans. What does he 
do? Nothing, of course (except possibly pinch him- 
self to see if he is awake). So which of the things 
that he has done (if any) can be categorized as “con- 
trolling” ? He has done nothing but gather and inter- 
pret information; so that, if he has controlled at all, 


*Lyndall F. Urwick, “The Meaning of Control” 
and E. S. L. Goodwin, “A Further Sally on ‘Control,’ ” 
in the Michigan Business Review, November, 1960, 
pp. 9-18. The first article in the series is cited below. 

7 E. S. L. Goodwin, “Control: A Brief Excursion 
on the Meaning of a Word,” Michigan Business Re- 
view, January, 1960, pp. 13-15. 

* He also notes that control is sometimes used to 
mean the whole of managerial action (planning, or- 
ganizing, directing, and control). This discussion is 
concerned with control in the specialized sense. 
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it must have been in the act of gathering and 
interpreting information. 

Or suppose that his information tells him that 
things are not going well, or as planned, or as hoped; 
and that he must take corrective action. What action 
does he take? There are just three categories of action 
that he can take, and these are (1) to modify his 
plan, (2) to revise his organization, and (3) to issue 
some new orders to his people. The first of these 
looks suspiciously like planning, the second is indis- 
tinguishable from organizing, the third is indisputably 
directing. What then, of the various things that he has 
done or might do, remains to be labelled “con- 
trolling”? Clearly, nothing but the original gathering 
and interpreting of information. 

Wait a minute! There is a fourth thing that he can 
have done, and that is to dig up more information or 
reinterpret and restudy some that he already has—in 
this sense one of the actions that results from control © 
can be more controlling. But in any case the man- 
ager’s controlling has been composed solely of the 
getting and treatment of information—nothing what- 
ever more. What he does ultimately in the light of 
the information and aside from his treatment of it 
is always pursuant to some other aspect of managing, 
except in that special case where it loops back to 
more information-getting first.‘ 

Something is lacking in Goodwin’s “closed 
loop” of managerial elements. Control (as an 
informational element) may bring about man- 
agerial action which cannot be categorized 
as planning, organizing, and directing. The 
“fourth element” is judicial action or some- 
thing that might be called a control decision. 
Planning is the “legislative” function which 
gives rise to norms, standards, or laws, which 
may be communicated (directing) to subordi- 
nate managerial and non-managerial person- 
nel. The managerial process would end at this 
point were it not for informational failures 


* Ibid., pp. 14-15. 
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and insubordination. Such imperfections make 
necessary control information about subordi- 
nate performance which may result in control 
(judicial) decisions if behavior is not in accord 
with planning decisions. Control decisions are 


Thus, what does directing mean? Should it 
be confined to communication or should it 
include decisional activities (which are really 
planning) ? How does organizing fit into the 
scheme? Isn’t organizing simply an aspect of 


j 


planning? One could go on and on with ques- 
tions that reflect a lack of logic in much of 
this terminology. The Goodwin-Urwick articles 
point to the need for improved analytical defi- 
nitions of the managerial process. 


legitimate only if planning decisions have 
been made and duly communicated to subor- 
dinates. They involve something more than 
information and something other than plan- 
ning—or organizing and directing. 

The difficulty in the management literature 
is not so much with the meaning of control 
as it is with the whole ancient art of 
POSDCORBING.® Such words as planning, 
organizing, directing, and coordinating are 
also subject to a great deal of confusion. 


*See Luther Gulick and L. Urwick, Papers on the 
Science of Administration. (New York: Columbia 
University Press, 1937), p. 13. The word is made up 
of initials that stand for these activities: Planning, | 
Organizing, Staffing, Directing, Coordinating, Report- 
ing, and Budgeting. 


SUMMER INSTITUTE IN SURVEY RESEARCH TECHNIQUES 


For the 14th consecutive year, the Survey Research Center of The University of Michi- 
gan will hold a summer institute in Survey Research Techniques. 

This special program is designed to illustrate the theory and application of survey 
research to such fields as business and human relations, psychology and sociology, politi- 
cal behavior, public communication and influence, public health, economics, statistics, 
etc. Again this year a special workshop will be offered in the practical application of 
survey research methods to these individual fields. 

The 1961 dates for the regular session are July 24 to August 19, with introductory 
courses offered from June 26 to July 22. For further information please write to the 
Survey Research Center, The University of Michigan, Ann Arbor, Michigan. 


A BOOK ON MANAGEMENT 


EXECUTIVE CONTROL—THE CATALYST by William Travers Jerome, III. John 

Wiley and Sons, Inc. 275 pages. $6.95. 

The actual subject of this book is the ement of business enterprise. Dean 
Jerome’s elements of “management control” are market knowledge (objectives), planning, 
organization, and information. His treatment of them dwells on the need for creativity, 
imagination, dynamism, flexibility, the broad-gauge view, and the long-range view in 
planning, as against management by mere reaction to events; the integrated marketing 
approach to planning as contrasted with the sell-what-you-happen-to-have-made one; the } 
concept of the budget as the quantified near-end of a long-range plan; the need to tailor 
the system of measurement, review, and evaluation to the requirements of this order of 
decision-making; the nature of true delegation, and the proper role of control in the 
decentralized situation; the principle of exceptions, me its corollaries on economy, 
sufficient approximation, timeliness, and sensitivity of control procedures; the need for 
much more in control than the conventional quantitative instruments, and the need to 
emphasize the corrective, educational, and motivational purposes of control as against 
the directive, limiting, and punitive; the desirability of the “outside” analytical approach 
to evaluation and internal audit; the concept of staff as advisor, helper, servant rather 
than as channel for the exercise of authority. He illustrates applications of these ideas in 
three specific contexts; those of Dupont, General Electric, and Koppers. 

Appraisal. The concepts which Dean Jerome synthesizes cannot be aired too often. For 
the manager to whom they are unfamiliar, this will be a valuable introduction. For the j 
one to whom they are well known, it will be a useful summary. It should prove to be of 
value as collateral reading for college courses in organization and policy. | 

E. S. L. Goodwin 
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A selected list of 


Recommended Readings in 
Industrial Relations 


Fayerweather, John. The Executive Overseas: 
Administrative Attitudes and Relationships 
in a Foreign Culture. Syracuse, N.Y., Syra- 
cuse University Press, 1959. 195p. $4.00. 
With this volume Syracuse University continues 

its publications of studies regarding the American 

executive in foreign countries. 

Mr. Fayerweather urges the executive abroad to 
look beneath surface customs to learn the basis of 
motivations of foreign citizens with whom he will be 
working. He must not only learn to work with for- 
eign executives, but must promote their smooth work- 
ing relations with their own countrymen. Resistance 
to learning of administrative skills are much the same 
abroad as they are in this country, but frequently the 
resistance is greater because of traditional cultural 
differences. Attempts to change attitudes require 
much the same skills necessary in any situation. 

The author believes that “on the whole, Americans 
abroad are viewed with a combination of confusion, 
awe and antagonism modified by a degree of gen- 
eralized admiration and confidence . . . Whenever 
researchers cut through the surface gloss of foreign 
courtesy and diplomacy, they find these attitudes 
throughout foreign populations.” He pictures the 
road of the American executive abroad as a difficult, 
but challenging one. The book makes interesting 
reading for any business man traveling abroad for 
business or pleasure. Most of the examples are culled 
from the author’s experiences in Mexico and India. 


About the Author— 

Miss Scanlan is Reference Librarian and Assistant 
to the Director in the Bureau of Industrial Relations 
of this School. : 

All items mentioned are on file in the Reference 
Room of the Bureau of Industrial Relations and may 
be used by visitors there. Please write direct to the 
publisher for any items you would like to purchase. 
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Gardiner, Glenn L. Foremen in Action. New 
York, Harper & Brothers (49 East 33rd 


Street), 1959. 238p. $4.50. 

Another title for this book might be: “Causes of 
Good Foremanship.” This is a “how to” book with a 
difference. Each chapter is devoted to short narra- 
tives showing how a foreman handled difficult situa- 
tions successfully. One-third of the book is devoted 
to “Action Plan’ sections for each chapter. These 
offer review questions, suggestions for group dis- 
cussions and self-inventory questions. 


Hodnett, Edward. The Art of Working with 
People. New York, Harper & Brothers (49 


East 33rd Street), 1959. 181p. $3.95. 

The author admits that in a previous book, “The 
Art of Problem Solving,’ he omitted the problem of 
people, but he believes that skill in “The Art of 
Working with People” is one of the important tech- 
niques of problem solving. His new book divides this 
art into four phases: 1) understanding the whole 
problem, not just a part of it, thus referring us back 
to the earlier book; 2) understanding all there is to 
know about everyone involved in a problem—includ- 
ing oneself; 3) understanding the various techniques 
and ramifications of communications; 4) understand- 
ing the strategy of negotiations with people, com- 
panies and labor unions. 


Miles, Stephen B., Jr. “The Management 
Politician,” Harvard Business Review, Vol. 
39, No. 1, Jan—Feb. 1961. pp. 99-104. 
Both the business leader and the government 

leader are politicians, Mr. Miles claims. What’s more, 

neither should feel ashamed of this label. A manage- 
ment politician is that pivotal individual in an or- 
ganization who, unlike the professional, deals with 
the multitude of intangibles which defy exact meas- 
urement and analysis. The need for this is clear. 
What motivates human beings is not precisely known, 
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and the leader is the man who knows, intuitively, 
how to communicate with people in his organization, 
and thereby weld them into an effective group. At 
times he must ignore the advice of scientists and 
other professionals, and do what he thinks best. 
But it is, after all, his responsibility to make his 
organization successful, and his hunches may well be 
the indefinable ingredient which makes that success 
possible. 


National Industrial Conference Board (460 
Park Avenue). Studies in Personnel Policy, 
No. 175. Forms and Records in Personnel 
Administration. New York, 1960. 384p. 
$6.00 to Associates. $30.00 to all others. 
This volume will gladden the heart of the person- 

nel administrator or office manager the way a new 

cookbook cheers a housewife. It is filled with samples 
of forms which are used in various personnel prac- 
tices by actual companies. It is the most complete 
collection of its kind we have seen. In addition to all 
the usual blanks for hiring, induction, benefit plans, 
it shows a complete set of appraisal forms from the 
probationary period to the management level, as well 
as forms used in various phases of union-managément 
relations. We know from the continuous use of the 
company files in our Reference Library that when 
companies are about to undertake new policy pro- 
cedures, or revise one already established, they like 
to study successful plans and forms now in operation. 

This handsomely bound volume in hard covers should 

be an aid in many areas of development of personnel 

policy. 


Petro, Sylvester. Power Unlimited: the Cor- 
ruption of Union Leadership. A Report on 
the McClellan Committee Hearings. New 
York, The Ronald Press Co. (15 East 26th 


Street), 1959. 323p. $5.00. 

If you like to read Whodunits, you will find this 
book a thriller because every page is filled with the 
stories of who did it—and “it” refers to a variety of 
crimes. We had hoped that some one would write a 
summary of the thousands of pages of testimony from 
the McClellan Committee Hearings, and the author 
of “Power Unlimited’”’ has done an excellent job of 
distillation. At the time of his writing apparently 
forty parts of the reports on the Hearings had been 
published. Even on well-known cases, such as the 
Kohler Strike,:the selections from the actual testimony 
read like a TV Epic of Crime. (We might add that at 
this writing the published reports have reached 58 
parts, two interim reports and two sections of the 
final report of the Committee.) 

In his introduction Mr. Petro takes the rather 
extreme view that foundations of our economic cul- 
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ture are threatened by this total corruption which is 
already infecting American industry, as shown in the 
Record. He holds Congress, The National Labor Re- 
lations Board and the Supreme Court responsible 
for the development of Power Unlimited. Too excit- 
ing a book for bedtime reading. 


Phelps, Orme. Discipline and Discharge in 
the Unionized Firm. Los Angeles, Univer- 
sity of California Press, 1959. 149p. $5.00. 
The author of this volume studies the various 

causes of disciplinary action in unionized firms and 

uses them under three broad headings: 1) incompe- 
tence or negligence (in one’s job); 2) personal mis- 
conduct; 3) violation of a collective labor agreement. 

Disciplinary action is then studied against the pat- 

terns which arbitrators’ decisions have taken, as 

found in formal reporting of such decisions. 

The author concludes that “the right to discipline 
is still a prerogative of management.” Where there are 
good relations with the union, notification and con- 
sultation will be made at each step in the grievance 
procedure. This alone will help to reduce the number 
of disagreements which reach arbitration. 

From his study, Professor Phelps believes “that 
discipline is an important function of personnel man- 
agement, and that the administration of industrial 
discipline has left something to be desired.” He urges 
management to consider the following in each disci- 
plinary case: proper grounds, correct procedure, ap- 
propriate penalties. To these three should be added 
condonation, discrimination, and extenuating circum- 
stances. 


Polytechnic Management Association, Depart- 
ment of Management Studies. New Devel- 
opments in Training: Five Studies in the 
Efficient Communication of Skills. London 
(194 Albany Street), 1959. 80p. 70c (5s). 
This pamphlet stresses learning how to learn and, 

in general, offers a fresh approach to the subject of 

training. Its eighty pages contain five papers, the 
first by a biologist, Professor J. Z. Young. His paper 
reminds us of Marshall Dimock’s book, “A Philoso- 
phy of Administration toward Creative Growth,” 
since he stresses the orderliness, stability and organi- 
zation to be found in biological processes. Several 
case studies given are a welcome change from the 
few which are offered repeatedly from the American 
scene. Like many writings this pamphlet contains 
much suggestion for self-criticism which is good for 

a country, a company, or a business system which 

has fallen into a rut of complacency. 


Ruttenberg, Harold J. “The Inflationists,” 
appearing in Proceedings of the Tenth An- 
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nual Conference on Labor (pp. 169-190). 
New York University, Institute of Labor 
Relations and Social Security, 1959. 


“Inflation is a forensic used by vested interests as 
an instrument to maintain and promote their respec- 
ive special privileges. Corporations use inflation to 
maintain their profit margins by raising prices; unions 
use inflation to get automatic cost-of-living wage 
increases; the money changers use inflation to up 
interest rates; and the politicians use inflation to get 
votes by scaring the voters.” 

This quotation is an opening paragraph in Mr. 
Ruttenberg’s paper. He examines inflation from var- 
ious points of view and concludes that the inflationary 
dollar is and has been a monetary tool for growth 
and development in a system of free enterprise. His 
point of view is always of interest because at present 
he is president of Stardrill-Keystone Company. In the 
past he was Research Director of the United Steel- 
workers of America. 


Taylor, James H. Personnel Administration: 
Evaluation and Executive Control. New 
York, McGraw-Hill Book Co. (330 West 
42nd Street), 1959. 326p. $7.00. 

This book, published in 1959, is written primarily 
for executives in the personnel field. It has much to 
recommend it as an aid to day-to-day operations of 
a dynamic program, since it outlines procedures of 
proven worth. Jt emphasizes forward-looking plan- 
ning in the areas of executive compensation, recruit- 
ing, selection and training. 


Weber, Arnold R. “Local Union Trusteeship 
and Public Policy.” Industrial and Labor 
Relations Review (Cornell University, New 
York State School of Industrial and Labor 
Relations, Ithaca, New York). Volume 14, 
No. 2, January 1961. pp. 185-205. 


Can parent union trusteeship be effectively regu- 
lated by Title III of the Landrum-Griffin Bill? 
Basing his observations on the past experience of the 
International Chemical Workers, the author of this 
article first discusses with concise clarity the whole 
involved problem of trusteeships imposed by parent 


MARCH, 1961 


unions on locals. He then predicts some measure of 
success for the bill in correcting past abuses. The bill 
specifically outlaws two practices: the use of trustee- 
ships to carry out raids on treasuries of !ocal unions, 
and the appointment, at the direction of a union 
president, of convention delegates favorable to him 
from locals whose autonomy has been suspended. 
Also, the necessity for continuing a trusteeship 
beyond a period of eighteen months must be proved 
in court. Nonetheless, for an initial eighteen months, 
the union president can fairly well impose his will on 
the local without outside review. Courts will prob- 
ably respect the 18-month “presumption of validity” 
if a suit is brought against the union before the 
period expires. But even then a parent union presi- 
dent will think twice before he takes any chance at 
all of getting involved in adverse litigation. He will 
be more likely to see to it that trusteeships are used 
only for legitimate purposes: to correct corruption or 
financial malpractice, to assure performance of collec- 
tive bargaining agreements, and to restore democratic 
procedure. 


Williams, Roger J. Alcoholism: the Nutritional 
Approach, Austin, University of Texas 
Press, 1959. 118p. $2.50. 

The literature is increasing regarding companies 
that maintain positive programs of help for employees 
with alcoholic tendencies. Dr. Williams’ book is of 
value to personnel and medical departments interested 
in this problem. The author and his associates have 
conducted extensive research which they think proves 
quite definitely that nutritional deficiency is one of 
the primary causes of alcoholism. This report points 
out that nutritional requirements vary greatly in in- 
dividuals, and, in the case of the alcoholic, his diet 
should be improved by the addition of high quality 
protein foods and vitamin supplements now available 
on the market. Because the author stresses varying 
needs of individuals, the book makes interesting read- 
ing for even the most sober of us who wish to main- 
tain well-balanced diets or who have allergic tenden- 
cies or special dietary problems. It is a helpful link 
in the chain which helps us to know ourselves. Dr. 
Williams is Professor of Chemistry at the University 
of Texas and Director of the Clayton Foundation 
Biochemical Institute. 
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e A discussion of the possibilities and limits 
of a scientific business activity 


Motivation Research - - 
Magic or Menace? 


N the past few years business journals have 
been full of articles on “motivation re- 
search” (MR).' The welter of conflicting 
claims and spectacular success stories unfor- 
tunately may have served to increase, rather 
than dispel, confusion on this important sub- 
ject. Many discerning businessmen have asked 
such questions as: “Just what is MR any- 
way?” “Can it be used only by manufacturers, 
or can retailers and marketers of services find 
a place for it?” “Is it just a fad that will pass 
in a few years?” “Does MR do away with 
traditional ‘nose counting’ research?” 

This is the first of two articles designed to 
answer some of the many questions that have 
been raised. The reader should not look for 
easy “how to do it” suggestions. Instead, the 
subject will be approached from the point of 


*The reader who wishes to probe into the subject 
more deeply is referred to the following sources: 
Harry Henry, Motivation Research. (New York: 
Frederick Ungar Publishing Company, 1958); Law- 
rence C. Lockley, The Use of Motivation Research in 
Marketing, Studies in Business Policy, No. 97, Na- 
tional Industrial Conference Board, Inc.; “The $000 
Billion Question: What Makes Her Buy?” Printer’s 
Ink, October 18, 1957, pp. 35-37; Alfred Politz, 
“What Is Consumer Motivation Research?” Proceed- 
ings of the Boston Conference on Distribution, 1955, 
pp. 55-58; and John Paul, “A Psychologist Looks at 
Motivation Research,’ Business Quarterly, Winter, 
1958, pp. 240-46. 


About the Author— 

Dr. Engel is Assistant Professor of Marketing in 
this School. A graduate of Drake University, he 
earned M.S. and Ph.D. degrees at the University of 
Illinois, where he was Instructor in Marketing, 1959- 
60. His study and interests have been characterized 
by a dual emphasis on marketing and psychology. 


James F. Engel 


view of the average businessman who is con- 
cerned about the role of MR in management 
of his firm. This article will be devoted to a 
general review of the nature of the subject, 
and the concluding article will be addressed 
to more procedural issues, including methods 
used.? 


What Is MR? 


Each business firm, regardless of size and 
products sold, must make marketing decisions 
in an atmosphere of uncertainty. Perhaps the 
most important “unknown” the decision maker 
must face is the reaction of consumers to the 
product or service offered. Such questions as 
“What will happen if we change our adver- 
tising?” or “How will consumers like the new 
package?” are commonplace. It has become 
increasingly necessary in today’s highly com- 
petitive business environment to undertake re- 
search activities to learn more about consumer 
behavior in order to provide a factual basis 
upon which to make decisions. 

Analysis of consumer behavior begins with 
the fundamental assumption that all behavior 
is motivated. Through assessing the motives 
underlying manifested behavior, it is then 
possible to discover why behavior takes the 
forms it does. In more specific terms, MR 
may be defined as a systematic attempt to 
ascertain those forces giving consumer be- 
havior its direction and intensity. As such, 


*The following article, “Motivation Research— 


Magic or Menace?” (Part II) will appear in the 
next issue of this Review, May 1961. 
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therefore, MR is only one aspect of marketing of 


research as a whole, discovering why—not 
what, how, where, or when. 


Putting the Consumer “On the Couch” 


Research on consumer motivation has pre- 
sented convincing evidence that the consumer 
follows logical patterns of behavior to attain 
more or less clearly defined objectives.? More- 
over, it has become apparent that he buys not 
only on the basis of what a product or service 
will do for him performancewise, but also on 


tions to a product or service assume major 
importance. The problem for the motivation 
researcher is to discover with a useful degree 
of accuracy the balance of objective perform- 


what it means to him. Hence, emotional aj 


ance factors and subjective emotional factors ) / 


underlying a consumer’s purchase decision. 
The information searched for may be lo- 

cated at one or more of three basic personality 

levels: 

1. The conscious level. Often the consumer is clearly | 
aware of why he behaves as he does and can freely | 
verbalize these reasons if he so desires. Objective | 
factors concerning product performance usually are | 
conscious motives and are readily accessible through 
questioning. 

2. The subconscious level. It frequently is necessary 
to go below the conscious level to find motives of 
which the consumer is not actively aware. These 
reasons may be procured by aiding the individual 
in his thinking, or by inference from patterns of 
response to questioning. 

3. The unconscious level. Freudian psychology has 
pointed out that basic behavioral patterns may be 
determined by desires located in the unconscious 
personality. It is impossible for the individual to 
restore these factors to conscious thought, so un- 
conscious motives can be discovered only through 
extensive psychoanalysis. 

In practice, level three is unattainable m 


the tools of MR as we shall see in more.detail 


*The prevalence of logic and consistency in con- 
sumer behavior has been noted by many authors. See 
Wroe Alderson, Marketing Behavior and Executive 
Action (Homewood: Richard D. Irwin, 1957), Ch. 
VI; George Katona, The Powerful Consumer (New 
York: McGraw-Hill, 1960) ; John Paul, op. cit.; and 
James Morgan, “A Review of Recent Research on 
Consumer Behavior,’ Consumer Behavior, Lincoln 
H. Clark ed. (New York: Harper & Brothers, 1958), 
pp. 93-124. 
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later. Therefore, two basic personality levels / 
(conscious and subconscious) remain to be 
explored in the attempt to find “‘reason why” 
answers. 

The problems of the motivation researcher 
are further complicated by the fact that he 
cannot always attain even conscious informa- 
tion with predictable accuracy. The individual 
may refuse to admit the true reasons for a 
particular purchase out of a fear that he may 
expose himself in an unfavorable manner. 
Instead he may offer only reasons which seem 
to be socially acceptable. 

Research experience has shown that tra- 
ditional direct questions permitting easy quan- 
tification and analysis are an ideal tool to 
uncover motives at the conscious level. Direct 
questions are thought to be inappropriate, 
however, for delving below the conscious. 
Hence, marketing researchers have turned in 
wholesale numbers to related social sciences 
for tools designed to reach deeper levels of 
the personality and to overcome reluctance to 
offer conscious information. Such exotic meth= 
ods as the Rorschach Ink Blot Test and the | 
cartoon test have come into relatively wide | 
usage.* 

Today the motivation researcher has at his 
disposal a large kit of tools to attain both 
conscious and subconscious motivational data. 
Hence it now is possible, as a result of cross 
fertilization with other social sciences, to ap- 
ply methods designed to attain desired in- 
formation. 

What Can MR Do For You? 
It is often said that the concept of the 


“product image” is the most valuable product / 


of MR. As Henry has observed: .~ 

What the consumer wants and buys is ... the 
total personality of the product, which consists not 
only of its chemical composition and formulation, 
but also of the ideas which the public has about it. 
It [the product image] consists, in other words, of 
the picture which the consumer has in his mind of 
the quantities inherent in it, real or imaginary.” 


“Specific techniques and guides concerning their 
application will be discussed in more detail in the 
second article in this series. 

* Henry, op. cit., pp. 88-89. 


In most fundamental terms, successful mar- 
keting efforts occur when the personality of 
the product is matched with the personality of 
the consumer. Through MR it is possible to 
isolate those consumer personality variables 
and desires which are relevant to the sales 
of the product or service under analysis. On 
such a factual basis, the product image can 
be “fine tuned” to match the dictates of 
demand. 


The Product Image 
All types of marketing effort work together 


to form the product image: product design,’ 


branding and packaging, selling policies, price 
~ policies, channels of distribution, and services 
offered. For instance, visualize a piece of fine 
jewelry. The product itself may possess dis- 
tinction; it is sold primarily through personal 
selling in exclusive jewelry stores; the price is 
relatively high; and the consumer is offered 
much in the way of point-of-sale service. The 
net result of this marketing program will be a 
Y“prestige” or “quality” image. If the manu- 
Partin desires to sell primarily to members 
of upper social classes seeking a prestige 
appeal, then the product personality and con- 
sumer personality have achieved a_ close 
match. This would have been difficult, if not 
impossible, to achieve without a realization 
of what the consumer desires and why. 

Assessment of the image of the product in 
the eyes of the consumer, then, is a major 
function of MR. Once the image has been 
determined, a foundation is formed for a more 
perfect matching between product attributes. 
marketing policies, and consumer desires in 
such terms as: “What advertising appeals will 
be most effective?” “Do we need personal 
selling to persuade the consumer to buy?” 
“Can we sell through discount houses?” “How 
can the product be changed to increase sales?” 

The benefits of MR extend far past the 
manufacture and sale of consumer goods. For 
example, companies selling services also must 
adapt their “product” to consumer desires. 
In the sale of industrial products, on the other 


dominate over emotional motives; the product; 
nevertheless, must be fine tuned to demand—~ 
In the same sense, retailers face the identical 
problem with the product and service “mix” 
which is offered to clientele; the total output 
of a retail store, including products carried, 
prices, selling policies, and services must be 
matched to the dictates of demand. 


Misconceptions Hindering the 
Effective Use of MR 

If MR has so much to offer, then why isn’t 
it more widely accepted in the business com- 
munity? This is a valid question, because for 
various reasons many managers and market- 
ing researchers alike have failed to achieve a 
true understanding of what MR can do for . 
them. Some of the common misconceptions 
and impediments to acceptance will be dis- 
cussed in detail. 

Perhaps the entry of the behavioral sciences 
into marketing research has been the primary 
source of confusion concerning MR. Estab- 
lished marketing research practitioners have 
tended to reject newer concepts, and, by the 
same token, behavioral scientists often neg- 
lected the rigorous statistical approach of 
traditional marketing research. Too many 
managers have taken sides in this controversy, 
thus hindering the acceptance of MR. se 

As we have seen, the traditional direct 
question of marketing research is ideally 
adapted to procuring conscious information. | 
while newer psychological techniques are de- 
signed to probe below the surface of the per- 
sonality. Hence, the traditional methods and 
psychological methods should be viewed as 
complements. 

The split within the research profession 
has not been mended by the tendency to 
associate the term MR only with psychologi- 
cal techniques. This association represents an 
error in logic. It must not be overlooked that 
MR comprehends all possible approaches to 
the determination of why consumer behavior 
takes its unique forms. We cannot define an 
area of study by only one of the many types 


hand, objective performance factors tend to — of techniques utilized. 
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Fear of Being Shown as Inadequate 

Some managers seem to have the erroneous 
impression that the use of research will, in 
some manner, place them in an unfavorable 
light in the eyes of superiors.© There is a 
feeling that “reason why” data can be at- 
tained by an intelligent manager without re- 
sorting to research. Therefore, there frequently 
is a tendency to rely on “managerial deter- 
mination”—the use of unaided management 
judgment and intuition to provide the answer 
as to why the consumer behaves as he does. 

It is difficult, if not impossible, for the 
typical executive to place himself into the 
shoes of the consumer. He is too close to his 
product or service to assume this perspective 
without his judgment being severely biased. 
Also, important motivating factors may lie 
below the conscious level of the consumer’s 
personality, and the consumer himself may 
not be able to supply the answer. The prob- 
lems faced by an outsider “looking in” are 
obvious. 

The use of MR says nothing unfavorable 
about a manager’s ability; rather it implies a 
keen awareness of marketing problems and a 
capacity for sound decision making. It is 
virtually imperative in many instances to 
resort to methods designed to “open the door” 
of the consumer’s personality in order to 
produce a solid foundation on which to base 
strategic marketing decisions. 


Fear of Freud 

Any businessman not trained in clinical 
psychology naturally looks upon Freudian 
psychology as a mystifying unknown world. 
Motivation researchers have not helped the 
situation either by indiscriminately bantering 
about such Freudian terms as “oral gratifica- 
tion,” “libido,” and “Oedipus complex” with- 
out translation into everyday English. It is 
quite natural to fear the unknown, so it might 
be expected that MR would be rejected at 
least partly for this reason. 


*For an interesting discussion of this problem see 
J. W. Newman, “Working with Behavioral Scien- 
tists,” Harvard Business Review, July, 1958, pp. 67-74. 
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Freudian psychology provides a unique ex- 


planation of the inner workings of the uncon- 


scious mind. While it might be possible through 
extended psychoanalysis to determine uncon- 
scious factors conditioning consumer behavior, 
such an approach is far beyond the scope of 
methods used in MR. Moreover, as Henry 
points out, we are not interested in the main- 
springs of human behavior, but “with the 
escapements and regulators which can be ad- 
justed in the interests of a manufacturer or 
advertiser.’”” 

A key principle guiding the researcher is 
to find motives that are “manipulable.’’* We 
must be able to approach the consumer 
through persuasion with some hope of induc- 
ing him to act favorably toward our pave 
or service. If motives are unconscious, it i 
extremely doubtful that they are manipulable 
in this sense. Imagine an advertising copy- 
writer, if you will, attempting to design an 
ad which would capitalize on the fact un- 
earthed by motivation researchers that con- 
sumers buy electric blankets because of a 
“yearning to return to the security of the 
prenatal environment of the womb.” 

MR relies on a great deal more than 
Freudian psychology. Marketers are interested 
in all reasons why a consumer behaves as he 
does. Such factors as performance of the prod- 
uct, color, durability, style, social pressures, 
and many more all are of importance. If 
deeper psychological reasons are discovered, 
they are only one type of useful information, 


not the only type. 
Exaggerated Claims and Expectations 
Some early practitioners of MR made un- 
duly ambitious claims concerning its value to 
businessmen. In effect, it was alleged that 
psychological methods represent the “answer 
to the businessman’s prayer.” Such commer- 
cially motivated writing was bound to leave 
disillusionment in its wake after management 
soon discovered that MR is by no means a 


panacea. 


"Henry, op. cit., pp. 30-31. 
Ibid., p. 31. 


All we can expect from MR is as accurate 
an estimation of consumer motives as present 
techniques will permit. As such, we will never 
have the definitive answer. Research cannot 
be a crutch, but only a starting point for 
creative and imaginative decision making by 
management. 


Management Inertia 


Finally, even though many up-to-date man- 
agements freely recognize the necessity of 
securing reliable estimates of consumer moti- 
vations, action based on this need frequently 
is overcome by inertia. There seems to be an 
inevitable tendency to stay with familiar paths 
and avoid uncharted areas. 

The problem of inertia is particularly evi- 
dent in larger corporations. By necessity, the 
large organization is committed to practices 
and procedures to permit efficient operation 
of the entire entity. Such procedures, of 
course, resist change. Hence, smaller firms 
may have a distinct advantage in that flexi- 
bility in operating policies more readily facili- 


tates the constructive use of MR findings in 
decision making. 

Also the well established older firm may 
tend to let matters coast as long as profit 
seems to be adequate and share of market 
stable. In this sense, the younger company 
fighting for differential advantage may be 
much more receptive to new management in- 
formation-gathering devices for use as an aid 
in effective competitive strategy. 


Conclusion 


MR is not just a plaything of big business. 
It functions to “arm management’s imagina- 
tion” in marketing decision making by pro- 
viding factual data to remove uncertainty con- 
cerning those forces giving consumer behavior 
its direction and intensity. As such, it makes 


use of all methods designed to analyze why B 
consumers behave as they do. The problems | 


MR encompasses are common to all business 
firms, so MR is a tool which amy company 
may find useful. 


LABOR AND PLANT LOCATION 


Trying to decide where to locate a new plant? 

Then it may matter greatly to you that wages for most kinds of work are still consid- 
erably lower in the South than elsewhere in the U. S., and higher in the Far West than 
in either the Midwest or the Northeast, and that the differences are likely to remain sig- 


nificant for years. 


But all over the country wages average considerably higher in metropolitan areas than 
in rural communities. So any particular job is likely to pay less in a small Midwestern 
town than in a big Southern city, or in a small West Coast city than in Boston or 


Philadelphia. 


These are the kinds of facts explored and analyzed in “The Labor Market and Plant 
Location,” written by Dr. Martin Segal of the Dartmouth College Economics Department 
and just published by Dartmouth’s Amos Tuck School of Business Administration. 

Written in businessman’s language, the 13-page bulletin is available free on request to 


the Tuck School, Hanover, New Hampshire. 


Wages, of course, aren’t the only labor-market consideration. If a firm needs specific 
types of skilled workers, it does itself little good by locating in an area where such people 


are scarce, however low the area’s wage levels. 


“Small towns far from metropolitan areas are especially inappropriate for plants that 
will need large numbers of scientists, engineers and technicians,” says Dr. Segal. “Such 
people often insist on working where they can also take advanced training, have easy 
or essional contacts with others like themselves, and enjoy the cultural amenities. 

nevitably, therefore, the suburban or ‘exurban’ site within striking distance of a major 
city is the best from the standpoint of attracting scientific personnel.” 

But a company that expects to hire chiefly women, for whom it offers a good deal of 
light routine work, may find all it needs in a rural area where even unskilled male help 


is hard to come by. 
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|. ENTERNATIONAL BUSINESS: ESSENTIAL CONSIDERATIONS 
Ae FOR GROWING MIDWEST ENTERPRISE, Proceedings of an 
International Business Conference, May 4-5, 1960 
By Laurence P. Down; Edstor 
volume contains the which were presented at the International Busi- 
ness Conference held “May 4-5, 1960, at The University, of Michigan. The Conference, 
aa A ~ which ‘was sponsored the University’s School of Business Administration with the 
ee n of the World AZairs Committee, Greater Detroit Board of Commerce, and 
the World Trade Club of Detroit, was the outgrowth of a research ree 
years ago by the Michigan Business Executives Research Conference. information 
|. levived from that study was of such immediate interest that a conference for business — 
/ ae ‘executives seemed mandatory. : 
‘ oa The specific objectives of the Conference were to furnish essential information to 
\\ / 1c those who had had no previous experience in international. business, and to add to the 


i the 
_ Seaway on Midwest business. ts 
were drawn from industry, universities, and government. It is a tribute to the excellence 
of their contributions that the registrants at the Conference pressed for copies of the 


proceedings. This volume contains, therefore, the speeches in their entirety and such 


the panel discussions as are deemed to be of general interest. 
Michigan Business Papers, No. 36, 1960 
Prod 175 pages, paper, $3.50 


_ RESIDENTIAL MORTGAGE FINANCING: A Long-Range Projection 

"ig well-documented study forecasts that fesidential mortgage debt outstanding 

double in the next ten examines some poesible effects of this development. 
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